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(Registration number 2006/003818/07) 

Annual Financial Statements for the year ended 30 June 2012 


The directors are required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate accounting 
records and are responsible for the content and integrity of the annual financial statements and related financial information 
included in this report. It is the responsibility of the directors to ensure that the annual financial statements fairly present the 
state of affairs of the entity as at the end of the financial year and the results of its operations and cash flows for the period 
then ended. The external auditors are engaged to express an independent opinion on the annual financial statements and 
was given unrestricted access to all financial records and related data. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. The 
annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The directors acknowledge that they are ultimately responsible for the system of internal financial control established by the 
entity and place considerable importance on maintaining a strong control environment. To enable the directors to meet 
these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of error or deficit 
in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly defined 
framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 

These controls are monitored throughout the entity and all employees are required to maintain the highest ethical standards 
in ensuring the entity’s business is conducted in a manner that in all reasonable circumstances is above reproach. The 
focus of risk management in the entity is on identifying, assessing, managing and monitoring all known forms of risk across 
the entity. While operating risk cannot be fully eliminated, the entity endeavours to minimise it by ensuring that appropriate 
infrastructure, controls, systems and ethical behaviour are applied and managed within predetermined procedures and 
constraints. 

The directors are of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. However, any system of internal financial control can provide only reasonable, and 

The directors have reviewed the entity’s cash flow forecast for the year 30 June 2012 
and, in the light of this review and 

the current financial position, they are satisfied that the entity has or has access to adequate resources to continue in 
operational existence for the foreseeable future. 

The board of directors is primarily responsible for the financial affairs of the municipal entity. 

The external auditors are responsible for independently reviewing and reporting on the municipal entity's annual financial 
statements. 

The annual financial statements set out on pages which have been prepared on the going concern basis, W( 

approved by the municipal manager of the Moses Kotane Local Municipality on behalf of the Moses Kotane Development 
Agency on 30 August 2012 


MUNICIPAL MANAGER 
Me N Dince 
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MOSES KOTANE DEVELOPMENT AGENCY ( SOC ) LTD 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2012 


NET ASSETS AND LIABILITIES 


Notes 2012 

R 


2011 

R 


ASSETS 

CURRENT ASSETS 0 6 930 

Bank Balance and Cash 2 | | | 6 930| 

NON - CURRENT ASSETS 0 105 104 

Property, Plant and Equipment 1 | | | 105 104 1 

TOTAL ASSETS 112 034 


NET ASSETS 0 112 034 


Share Capital 

3 



100 

Accumulated Surplus 




1 1 1 934 


TOTAL NETT ASSETS AND LIABILITIES 0 112 034 






MOSES KOTANE DEVELOPMENT AGENCY ( SOC ) LTD 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2012 


REVENUE 

Recoupment 

Interest Received - Investments 

TOTAL REVENUE 

EXPENDITURE 

Depreciation 

General Expenses 

TOTAL EXPENDITURE 


Note 2012 

R 


2011 

R 


1 

4 

9 1 


2 001 

2 000 
1 


1 


2 001 


10 I 38 444 1 I 72 969 

5 1 653 2 198 


40 097 


75 167 


DEFICIT FOR THE YEAR 


-40 096 


-73 166 






MOSES KOTANE DEVELOPMENT AGENCY ( SOC ) LTD 


STATEMENT OF CHANGE IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2012 


Balance as at 30 June 2010 

Surplus /Deficit for the year 

Changes in Nett Assets 

Share Captal 

R 

100 

Accumulation 
Surplus / 
(Deficit) 

185 100 

-73 166 

Total Nett 

Assets 

R 

185 200 

-73 166 

Balance at 30 June 2011 

100 

111 934 

112 034 

2012 




Surplus /Deficit for the year 

-100 

-40 096 

-40 196 

Changes in Nett Assets 




Assets disposal 




De Registration of Agency 


-67 973 

-67 973 

Offsetting of depreciation 




Correction of error 


-3 865 

-3 865 

Balance at 30 June 2012 

0 

0 

0 






MOSES KOTANE DEVELOPMENT AGENCY ( SOC ) LTD 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2012 


CASH FLOW FROM OPERATING ACTIVITIES 
RECEIPTS 

Cash generated from /(utilised in) operations 
Interest received 


PAYMENTS 

Transfer to Moses Kotane Local Municipality 
General Expenditure 




NET CASH FROM OPERATION ACTIVITIES 


NET DECREASE IN CASH AND CASH EQUIPMENT 


Cash and cash equivalents at the beginning of the year 
Cash and cash equivalents at the end of the year 
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MOSES KOTANE DEVELOPMENT AGENCY (SOC ) LTD 
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 
ACCOUNTING POLICIES 


1. Presentation of annual financial statements 

The annual financial statements have been prepared in accordance with the effective Standards of Generally Recognised 
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards 
Board. 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies are disclosed below. 

These accounting policies are consistent with the previous period. 

1.1 Significant judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement are inherent in the formation of estimates. Actual results in the future could differ from these 
estimates which may be material to the annual financial statements. Significant judgements include: 

Fair value estimation 

The carrying values of trade receivables and payables are assumed to approximate their fair values. 

Impairment testing 

The recoverable (service) amounts of individual assets and cash-generating units have been determined based on the 
higher of value-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and 
assumptions. It is reasonably possible that the assumptions may change which may then impact our estimations and may 
then require a material adjustment to the carrying value of goodwill and tangible assets. 

The municipal entity reviews and tests the carrying value of assets when events or changes in circumstances suggest that 
the carrying amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are 
largely independent of cash flows of other assets and liabilities. If there are indications that impairment may have occurred, 
estimates are prepared of expected future cash flows for each group of assets. Expected future cash flows used to 
determine the value-in-use of tangible assets are inherently uncertain and could materially change over time. They are 
significantly affected by a number of factors together with economic factors. 

Management used fair value less cost to sell to determine the recoverable (service) amount of tangible assets with an 
indefinite useful life. 

Useful lives of property, plant and equipment 

The municipal entity's management determines the estimated useful lives and related depreciation charges for property, 
plant and equipment. This estimate is based on the pattern in which an asset's future economic benefits or service potential 
are expected to be consumed by the municipal entity. 

1.2 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets that are held for use in the production or supply of goods or 
services, rental to others, or for administrative purposes, and are expected to be used during more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

the cost or fair value of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to 
the location and condition necessary for it to be capable of operating in the manner intended by management. Trade 
discounts and rebates are deducted in arriving at the cost. 
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MOSES KOTANE DEVELOPMENT AGENCY (SOC ) LTD 


FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 
ACCOUNTING POLICIES 


1.2 Property, plant and equipment (continued) 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for 
as separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, or to replace a part of, or service it. If a replacement cost is recognised in the carrying amount of an 
item of property, plant and equipment, the carrying amount of the replaced part is derecognised. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the 
location and condition necessary for it to be capable of operating in the manner intended by management. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual values. Depreciation commenses when property, plant and equipment are ready for their intended use. 

Subsequent to initial measurement property, plant and equipment is carried at cost less accumulated depreciation and any 
accumulated impairment losses. 

The useful lives of items of property, plant and equipment have been assessed as follows: 

Item Average useful life 

Plant and machinery 5 years 

Furniture and fixtures 6 years 

Office equipment 5 years 

The residual value, useful life and depreciation method of each asset are reviewed at the end of each reporting date. If the 
expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item is 
depreciated separately. 

Items of property, plant and equipment are derecognised on disposal, or when no future economic benefits or service 
potential are expected from its use or disposal. 

The gain or loss arising from the derecognition of an item property, plant and equipment is determined as the difference 
between the net disposal proceeds, if any, and the carrying amount of the item. Such difference in recognised in surplus or 
deficit when the item is derecognised. 

Compensation from third parties for an item of property, plant and equipment that was impaired, lost or given up is 
recognised in surplus or deficit when the compensation becomes receivable. 

1.3 Financial instruments 
Classification 

The entity has the following types of financial assets (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto: 

Class Category 

Cash and cash equivalents Financial asset measured at fair value 

The entity has the following types of financial liabilities (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto: 

Class Category 


[Trade and other payables 


Financial liability measured at amortised cost 





MOSES KOTANE DEVELOPMENT AGENCY (SOC ) LTD 
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 
ACCOUNTING POLICIES 


1.3 Financial instruments (continued) 

Initial recognition 

The municipal entity recognises a financial asset or a financial liability in its statement of financial position when the entity 
becomes a party to the contractual provisions of the instrument. 

The municipality recognises financial assets using trade date accounting. 

Initial measurement 

The municipal entity measures a financial asset and financial liability initially at its fair value, plus transaction costs that are 
directly attributable to the acquisition or issue of the financial asset or financial liability. 

Subsequent measurement 

The municipal entity measures all financial assets and financial liabilities after initial recognition using the following 
categories: 

Financial instruments designated as at fair value through surplus or deficit. 

Financial liabilities at amortised cost using the effective interest rate method less impairment. 

Loans and receivables at amortised cost using the effective interest rate method less impairment. 

All financial assets measured at amortised cost, or cost, are subject to an impairment review. 

Gains and losses 

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is 
recognised in surplus or deficit. 

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised in surplus or 
deficit when the financial asset or financial liability is derecognised or impaired, or through the amortisation process. 

Impairment and uncollectibility of financial assets 

The municipal entity assess at the end of each reporting period whether there is any objective evidence that a financial 
asset or group of financial assets is impaired. 

For amounts due to the municipal entity, significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy and default of payments are all considered indicators of impairment. 

Derecognition 

Financial assets 

The municipal entity derecognises a financial asset only when: 

the contractual rights to the cash flows from the financial asset expire, are settled or waived; 

the municipal entity transfers to another party substantially all of the risks and rewards of ownership of the 

financial asset; or 

the entity, despite having retained some significant risks and rewards of ownership of the financial asset, has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its 
entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose 
additional restrictions on the transfer. In this case, the municipal entity : 

- derecognise the asset; and 

- recognise separately any rights and obligations created or retained in the transfer 
On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the 
consideration received is recognised in surplus or deficit. 

Financial liabilities 

The municipal entity removes a financial liability (or a part of a financial liability) from its statement of financial position when 
it is extinguished — i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived. 
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MOSES KOTANE DEVELOPMENT AGENCY (SOC ) LTD 
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 
ACCOUNTING POLICIES 


1.3 Financial instruments (continued) 

Presentation 

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or expense in 
surplus or deficit. 

Losses and gains relating to a financial instrument or a component that is a financial liability is recognised as revenue or 
expense in surplus or deficit. 

A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position 
when the municipal entity currently has a legally enforceable right to set off the recognised amounts and intends either to 
settle on a net basis, or to realise the asset and settle the liability simultaneously. 

1.4 Tax 

Current tax assets and liabilities 

No provision for current tax assets and liabilities are made as the municipal entity is exempt from taxation. 

Tax expenses 

No provision for current tax expenses are made as the municipal entity is exempt from taxation. 

1.5 Inventories 

Inventories are initially measured at cost except where inventories are acquired at no cost, or for nominal consideration, 
then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Inventories are measured at the lower of cost and current replacement cost where they are held for: 

distribution at no charge or for a nominal charge; or 

consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of 
completion and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost is the cost the municipal entity incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula is used for all 
inventories having a similar nature and use to the municipal entity. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which 
the related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are 
distributed, or related services are rendered. The amount of any write-down of inventories to net realisable value or current 
replacement cost and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. 
The amount of any reversal of any write-down of inventories, arising from an increase in net realisable value or current 
replacement cost, are recognised as a reduction in the amount of inventories recognised as an expense in the period in 
which the reversal occurs. 

1.6 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipal entity with the primary objective of generating a commercial 
return. When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a 
commercial return. 
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MOSES KOTANE DEVELOPMENT AGENCY (SOC ) LTD 
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 
ACCOUNTING POLICIES 


1.6 Impairment of cash-generating assets (continued) 

Identification 

The municipal entity assesses at each reporting date whether there is any indication that a cash-generating asset may be 
impaired. If any such indication exists, the municipal entity estimates the recoverable amount of the asset. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 

Irrespective of whether there is any indication of impairment, the municipal entity also tests a cash-generating intangible 
asset with an indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by 
comparing its carrying amount with its recoverable amount. This impairment test is performed at the same time every year. 
If an intangible asset was initially recognised during the current reporting period, that intangible asset is tested for 
impairment before the end of the current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from 
the continuing use of an asset and from its disposal at the end of its useful life. 

When estimating the value in use of an asset, the municipal entity estimates the future cash inflows and outflows to be 
derived from continuing use of the asset and from its ultimate disposal and the municipal entity applies the appropriate 
discount rate to those future cash flows. 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the 
current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have not been 
adjusted. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted 
in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 
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MOSES KOTANE DEVELOPMENT AGENCY (SOC ) LTD 
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 
ACCOUNTING POLICIES 


1.6 Impairment of cash-generating assets (continued) 

Recognition and measurement (cash-generating unit) 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is 
not possible to estimate the recoverable amount of the individual asset, the municipal entity determines the recoverable 
amount of the cash-generating unit to which the asset belongs (the asset's cash-generating unit). 

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is identified 
as a cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or 
cash-generating unit are affected by internal transfer pricing, the municipal entity use management's best estimate of future 
price(s) that could be achieved in arm's length transactions in estimating: 

the future cash inflows used to determine the asset's or cash-generating unit's value in use; and 

the future cash outflows used to determine the value in use of any other assets or cash-generating units that are 

affected by the internal transfer pricing. 

Cash-generating units are identified consistently from period to period for the same asset or types of assets, unless a 
change is justified. 

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the recoverable amount of 
the cash-generating unit is determined. 

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the carrying 
amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets of the unit on a 
pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying amounts are treated as 
impairment losses on individual assets. 

In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of: 

its fair value less costs to sell (if determinable); 

its value in use (if determinable); and 

zero. 

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other 
cash-generating assets of the unit. 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that noncash- 
generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable 
amount of the cash-generating unit. 
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MOSES KOTANE DEVELOPMENT AGENCY (SOC ) LTD 
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 
ACCOUNTING POLICIES 


1.6 Impairment of cash-generating assets (continued) 

Reversal of an impairment loss 

The municipal entity assesses at each reporting date whether there is any indication that an impairment loss recognised in 
prior periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
entity estimates the recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on 
a systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata 
with the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment 
losses for individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset 
contributing service potential to a cash-generating unit. 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased 
above the lower of: 

its recoverable amount (if determinable); and 

the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment 
loss been recognised for the asset in prior periods. 

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro 
rata to the other assets of the unit. 

Redesignation 

The redesignation of assets from a cash-generating asset to a non-cash-generating asset or from a non-cash-generating 
asset to a cash-generating asset only occur when there is clear evidence that such a redesignation is appropriate. 

1.7 Impairment of non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 

Identification 

The municipal entity assesses at each reporting date whether there is any indication that a non-cash-generating asset may 
be impaired. If any such indication exists, the municipal entity estimates the recoverable service amount of the asset. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 
Irrespective of whether there is any indication of impairment, the entity also tests a non-cash-generating intangible asset 
with an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by 
comparing its carrying amount with its recoverable service amount. This impairment test is performed at the same time 
every year. If an intangible asset was initially recognised during the current reporting period, that intangible asset is tested 
for impairment before the end of the current reporting period. 

Value in use 

Value in use of an asset is the present value of the asset’s remaining service potential. 
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MOSES KOTANE DEVELOPMENT AGENCY (SOC ) LTD 
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 
ACCOUNTING POLICIES 


1.7 Impairment of non-cash-generating assets (continued) 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of 
the asset is reduced to its recoverable service amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if 
any), on a systematic basis over its remaining useful life. 

Reversal of an impairment loss 

The municipal entity assesses at each reporting date whether there is any indication that an impairment loss recognised in 
prior periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
municipal entity estimates the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in 
the estimates used to determine the asset’s recoverable service amount since the last impairment loss was recognised. 

The carrying amount of the asset is increased to its recoverable service amount. The increase is a reversal of an 
impairment loss. The increased carrying amount of an asset attributable to a reversal of an impairment loss does not 
exceed the carrying amount that would have been determined (net of depreciation or amortisation) had no impairment loss 
been recognised for the asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generating 
asset is adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual 
value (if any), on a systematic basis over its remaining useful life. 

1.8 Share capital 

An equity instrument is any contract that evidences a residual interest in the assets of the municipal entity after deducting 
all of its liabilities. 

1.9 Employee benefits 
Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid 
vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in 
which the service is rendered and are not discounted. 

1.10 Revenue from exchange transactions 

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in 
exchange. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume 
rebates. 
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MOSES KOTANE DEVELOPMENT AGENCY (SOC ) LTD 

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2012 
ACCOUNTING POLICIES 


Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 

the municipal entity has transferred to the purchaser the significant risks and rewards of ownership of the goods; 
the municipal entity retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 
the amount of revenue can be measured reliably; 

it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipal entity; and 

the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Interest 

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends is recognised when: 

it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipal entity; and 

the amount of the revenue can be measured reliably. 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 

1.11 Revenue from non-exchange transactions 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, an 
municipal entity either receives value from another municipal entity without directly giving approximately equal value in 
exchange, or gives value to another municipal entity without directly receiving approximately equal value in exchange. 

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential 
embodied in the asset is required to be consumed by the recipient as specified or future economic benefits or service 
potential must be returned to the transferor. 

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be 
used, but do not specify that future economic benefits or service potential is required to be returned to the transferor if not 
deployed as specified. 

Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the 
extent that a liability is also recognised in respect of the same inflow. 

As the municipal entity satisfies a present obligation recognised as a liability in respect of an inflow of resources from a nonexchange 
transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an 
amount of revenue equal to that reduction. 

Measurement 

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the 
municipal entity. 

When, as a result of a non-exchange transaction, the municipal entity recognises an asset, it also recognises revenue 
equivalent to the amount of the asset measured at its fair value as at the date of acquisition, unless it is also required to 
recognise a liability. Where a liability is required to be recognised it will be measured as the best estimate of the amount 
required to settle the obligation at the reporting date, and the amount of the increase in net assets, if any, recognised as 
revenue. When a liability is subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount 
of the reduction in the liability is recognised as revenue. 
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1.11 Revenue from non-exchange transactions (continued) 

Debt forgiveness and assumption of liabilities 

The municipal entity recognises revenue in respect of debt forgiveness when the former debt no longer meets the definition 
of a liability or satisfies the criteria for recognition as a liability, provided that the debt forgiveness does not satisfy the 
definition of a contribution from owners. 

Revenue arising from debt forgiveness is measured at the fair value of the debt forgiven. Where debt is carried at a value 
other than fair value, the receivable is recognised at the carrying amount. 

1.12 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the 
municipal entity has complied with any of the conditions embodied in the agreement. To the extent that the conditions have 
not been met a liability is recognised. 

1.13 Turnover 

Turnover comprises of sales to customers and service rendered to customers. Turnover is stated at the invoice amount and 
is exclusive of value added taxation. 

1.14 Cost of sales 

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in which the 
related revenue is recognised. The amount of any write-down of inventories to net realisable value or current replacement 
cost and all deficits of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of 
any reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, is 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs. 

1.15 Investment income 

Investment income is recognised on a time-proportion basis using the effective interest method. 

1.16 Borrowing costs 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.17 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

1.18 Unauthorised expenditure 
Unauthorised expenditure means: 

overspending of a vote or a main division within a vote; and 

expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance 
with the purpose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance 
in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, 
and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.19 Irregular expenditure 

Irregular expenditure as defined in section 1 of the MFMA is expenditure incurred by the municipal entity in contravention of, 
or that is not in accordance with: 

a requirement of the MFMA (Act No. 56 of 2003), and which has not been condoned in terms of section 170; or 
a requirement of the Municipal System Act (Act No. 32 of 2000), and which has not been condoned in terms of 
this Act; or 

a requirement of the Public Office-Bearers Act, 1998 (Act No. 20 of 1998); or 
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1.19 Irregular expenditure (continued) 

a requirement of the supply chain management policy of the municipality or any of the municipality's by-law 
giving effect to such policy, and which has been condoned in terms of such policy or by-law. 

Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and classified in 
accordance with the nature of the expense and where recovered, it is subsequently accounted for as revenue in the 

Statement of Financial Performance. 

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end 
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure 
register. In such an instance, the note to the financial statements must be updated to reflect this. 

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being 
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception 
of updating the note to the financial statements. 

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the 
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for 
the irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. 
Immediate steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the 
accounting officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant 
note to the financial statements. The irregular expenditure register must also be updated accordingly. If the irregular 
expenditure has not been condoned and no person is liable in law, the expenditure related thereto must remain against the 
relevant programme/expenditure item, be disclosed as such in the note to the financial statements and updated accordingly 
in the irregular expenditure register. 

1.20 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of 
the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.21 Presentation of currency 

These annual financial statements are presented in South African Rand. 

1.22 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a Standard 
of GRAP 

1.23 Related parties 

The municipal entity operates in an economic sector currently dominated by entities directly or indirectly owned by the 
South African Government. As a consequence of the constitutional independence of the three spheres of government in 
South Africa, only entities within the local sphere of government are considered to be related parties. 

Management are those persons responsible for planning, directing and controlling the activities of the municipal entity, 
including those charged with the governance of the entity in accordance with legislation, in instances where they are 
required to perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or 
be influenced by, that management in their dealings with the municipal entity. 

Only transactions with related parties not at arm’s length or not in the ordinary course of business are disclosed. 
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1. PROPERTY, PLANT AND EQUIPMENT 


30 JUNE 2011 



Plant and 

Furniture and 

Office 

Total 


Equipment 

Equipment 

Equipment 


Reconciliation of Carrying Value 

R 

R 

R 

R 

Carrying value at 1 July 2011 

34 300 

25 988 

44 816 

105 104 

Cost 

89 383 

116 992 

199 616 

405 991 

Correction of error ( note 27) 

Accumulated depreciation 

-55 083 

-91 004 

-154 800 

-300 887 

Capital under Construction 

Depreciation 

-13 356 

-9 747 

-15 341 

-38 444 

Transferred To Moses Kotane Local Municipality 

-85 518 

-116 992 

-199 616 

-402 126 

Correction of error 

-3 865 




Transferred To Moses Kotane Local Municipality 

68 439 

100 751 

170 141 

339 331 

Cost 





Accumulated depreciation 





Impairment losses 

Other movement 





Carrying values at 30 June 2012 

0 

0 

0 

0 

Cost 

85 518 

116 992 

199 616 

402 126 

Carrying value of transfer 

-85 518 

-116 992 

-199 616 

-402 126 

Accumulated depreciation 

0 

0 

0 

0 


Pledged as security 

No items of property, plant and equipment are pledged as security. 

Borrowing costs capitalised 

No borrowing cost was capitalised during the year. 

The Moses Kotane Development Agency has been de - registerred and the assets has been transferred to 
Moses Kotane Local Municipality 
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2012 

2011 

2. CASH AND CASH EQUIVALENTS 

Cash and cash equivalents consisits of: 

R 

R 

Cash on hand 


100 

Bank Balances 


6 830 


0 

6 930 

The municipal entity had the following bank account 

Current Account ( Primary Bank Account ) 

ABSA Rustenburg Branch 

Account Number: 40 6594 4172 



Cash book balance at beginning of year 

6 830 

7 027 

Cash book balance at end of year 

3. SHARE CAPITAL 

Authorized 

0 

6 830 

1 000 ordinary shares at R1 .00 each 


1000 

Issued 


1000 

1 00 ordinary shares at R1 .00 each 


100 


= 

100 
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